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Abstract 
As a development of the global economy, companies that are operating globally have become a powerful force behind efforts to 
achieve uniformity in financial reporting. The objective of this research is to highlight the necessity of adopting international 
standards so that the financial statements can be successfully used in decision-making processes and risk management, through 
their benefits as asymmetry reduction and increase information comparability. Focus on decision-making processes and risk 
management leads to concerns over the predictive value, as opposed to retrospective value, in the financial statements. 
 
1. Introduction 
The mandatory adoption of International Financial Reporting Standards (IFRS) by European-listed firms in 2005, 
accompanied by similar regulatory action worldwide, represents one of the most influential accounting rule changes 
in history. The switch from a diverse set of domestic generally accepted accounting principles (GAAPs) to a single 
common set of accounting standards affects thousands of companies that vary in size, ownership structure, capital 
structure, culture, legal environment, among other characteristics (K.Schipper, 2005). These changes greatly 
influence decision-making processes and risk management, increasing managers' concern regarding the predictive 
value of the financial statements. Fair value is considered by many researchers to be the most relevant measure for 
financial reporting and the desire to improve users' ability to predict future cash flows, leads to the International 
Accounting Standards Board (IASB) conclusion that changes in the market value should be reflected in the financial 
statements (G.Gregoroiu, M.Gaber, 2006).   
Nowadays, the risks taken by an enterprise make it appropriate and useful to obtain and use financial information 
in real time. Financial and accounting information must be well used in fixing coherent objectives depending on the 
available or likely to be procured resources, the aspirations of the individuals involved, and the environment in 
which a goods-producing organization or service provider organizations evolves. All these considerations cannot be 
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achieved only under the implementation and enforcement of IFRS. The issue of risk is covered by IASB referential, 
sign that its importance is becoming more present. Disclosure of important information regarding certain types of 
risk management by the company in its financial situation helps investors and other stakeholders to create an 
overview of the company’s activity. 
2. Accounting information - source of information in decision-making processes and risk management 
Accounting information aims to meet the needs of a various range of users, needs that are complex and 
sometimes contradictory. Broadcasting accounting information means a source of power, which requires that its 
distribution be the result of negotiation and compromise between enterprises and external factors in order to be 
characterized by dynamism and reason. The mainly way of disseminating accounting information is presented in the 
financial situations, but, financial reporting is generally not associated with business planning, decision management 
or understanding information systems. Management and financial accounting are seen as two independent systems, 
but the process of gathering financial information for preparing the financial statements could be integrated in other 
business processes. Accounting and financial management are seen as being independent of each other, but the 
accumulation of financial information for financial statements for reporting can be integrated with other business 
processes. The same information can be used by management, marketing or legal teams of the organization. 
The primary objective of financial statements is to provide information about the financial position, performance, 
and changes in financial position, useful for a broad range of users in making economic decisions. They do not 
provide all the information that users need because they depict, largely, financial effects of past events and do not 
provide useful non-financial information. Financial statements also show the results of the administration and 
management responsibility for the resources entrusted to them. In particular: 
• economic decisions taken by users require an evaluation of the enterprise’s ability to generate cash and 
safety time in which this could be done; 
• the entity's financial position is affected by the economic resources that are under its control, its 
financial structure, its liquidity and solvency, and its capacity to adapt to environmental changes in 
which it operates. Information related to financial structure are useful in predicting future borrowing 
needs and probability to increase funding, as future profit and cash flow will be distributed to those with 
interest in the company; 
• information related to performance and its variability are needed to assess the potential for change, and 
is useful in predicting the ability of the company to generate cash flow and also its efficiency in hiring 
additional resources;
• information related to changes in financial position are required for  evaluation of investment, financing 
and operating policies. (C.Roberts, P.Weetman, P.Gordon, 2005) 
Management cannot function effectively or make decisions without accounting information, and managing risk in 
a more accurate way requires fair, consistent and quality information. Thus, there is a close relationship between 
accounting information and decisions made after their processing, this time by analyzing the risks faced by the 
company. 
The request for accounting information depends on its potential to reduce uncertainty and availability of other 
sources of information. Accounting information is not the only available source of information for risk managers, 
but there are some points where they have advantages over other sources, such as: 
• accounting information has a high degree of credibility, as a consequence of the auditors’ intervention; 
• Accounting information is legible for financial accounting connoisseurs because their preparation and 
presentation are based on relatively homogeneous rules and principles. (L.Malciu, 1998) 
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Financial accounting provides a mapping of payment commitments, but does not provide a prediction of the 
future. Because financial statements do not reflect management's future plans, they cannot help users to evaluate 
future events. However, users can be helped in the decision making process of information gained from managerial 
accounting. While internal financial reporting includes information from both financial and managerial accounting, 
external financial reporting includes mainly information provided by financial accounting. Therefore, very little 
information from external financial reports is related to the planning function (decision making) of management. 
3. IFRS impact on accounting information 
Interest in accounting information has an ascending evolution due to desire to facilitate communication in the 
globalization process. Creating a conceptual framework able to serve as a reference and generally accepted 
accounting principles are subject to debate in international forums. Therefore, there’s an attempt to "homogenize 
information, analyze in time and space accounting information [...] but also guarantee to third party users the 
consistency and rigor with which it was held accounting”. (M.Ristea, 1995) 
IASB “was founded from the desire and the need to distill, at an international level, the accounting profession 
experience specific to different countries, to harmonize the cultural differences and socio-economic characteristics 
that are “overloading" national accounting systems and to develop a unified conceptual model of financial 
statements”. (A.Dutescu, 2001) The conceptual framework for financial reporting (IASB) acknowledges and agrees, 
as limitation of the financial reporting, that they "do not offer or provide all needed information to potential 
investors, lenders and other creditors". Regarding the value relevance of financial statements’ information, a 
fundamental qualitative characteristic, and IASB states: “Relevant financial information are those that are able to 
generate a difference in the decisions made by users [...]”. Financial information has this capacity if “they have 
predictive value, confirmatory value or both." By definition, they have predictive value if they "can be used as 
inputs in the processes applied by users to predict future results" and do not represent by itself a forecast or 
projection. Also by definition, the financial information has the power to confirm whether “provides feedback on 
previous evaluations”. (IFRS Foundation) 
Public companies listed on stock exchanges must apply one set of high quality standards to contribute to a better 
functioning of the capital market. Therefore, the adoption of IFRS has the potential to facilitate cross-border 
comparability, increase reporting transparency, and reduce information costs and asymmetry, thus succeeding to 
increase liquidity, competitiveness, and market efficiency. Compared to previous accounting methods, these 
potential benefits are based on the assumption that the adoption of IFRS will lead to high quality information for all 
participants on financial markets and/or comparable results. (J.Horton, G.Serafeim, I.Serafeim, 2012) Following the 
studies of Serafeim and Horton, it was concluded that, after the transition to international standards, the estimation 
accuracy and quality of informatics environment significantly improved, especially for companies required to adopt 
IFRS, except for those that voluntarily adopted or have not adopted them yet. The same study showed that 
improvement of informatics environment can be attributed to data quality and improvement of results comparability. 
(J.Horton, G.Serafeim, I.Serafeim, 2012) Also, an increase of estimation accuracy after mandatory adoption of IFRS 
is associated with better opportunities for firms to manage earnings close to targets. 
Analysts’ estimates are an important part of the decision-making process and risk management, as a basis for 
these processes. Reducing asymmetric information received from potential investors, creditors and other 
stakeholders and comparability of financial statements are also benefits of the implementation of international 
standards, as shown in the work of Harvard Business School. They show that most improvements are made in 
countries whose national standards differ significantly from IFRS. (F.Brochet, A.Jagolinzer, E.Riedl, 2011) 
The decision-making process within the firm is independent from the decision-making process of users. Business 
decisions involve profit planning and risk management. User decisions are factors that affect future profitability of 
the company, thus affecting future cash flows of the company. Thus, it seems logical that the actual impact of 
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business decisions should be recognized in financial statements and, where appropriate, factors affecting users must 
be described in the notes of the financial statements. However, the IASB includes the users’ decision (prediction of 
future situations) as a criterion for determining the treatment points in the financial statements, and includes market 
volatility as an economic reality. (G.Gregoroiu, M.Gaber, 2006) 
Specifying possible future situations and choosing the right one is also a point of decision making. They are 
uncertain, so what was regarded as being the best alternative can become exactly the opposite if it fails to 
materialize. To know the consequences of a plan requires a measure of performance. This is not a measure of future 
activities, because they cannot be measured, only designed. This is a measure of what has happened, a reaction of 
the past, from whose experience you can gain in the management process. The major role of management is to plan, 
and this action implies the existence of future activities. Business continuity principle is valid taking into account the 
existence of the future, and this involves uncertainty. Related to uncertainty there is the measurement concept of 
“achievement”. Achievement is a quality control principle: through reducing uncertainty to an acceptable level in 
the measurement process, ensure fairness among resource providers. Need for interpersonal balance represents the 
concept of achievement in financial accounting. In the case of financial reporting, there are many criteria to 
determine what are the necessary conditions for the business continuity principle to be satisfied. 
The future also involves risks and the business activities use them to benefit. This gain is always expected, and is 
subject to the change of values in the future. Not being able to predict the future without uncertainty, achievement 
appears as a necessary condition to measure overall profitability. (G.Gregoroiu, M.Gaber, 2006) The importance of 
risk management for effective functioning of the organization cannot be overestimated, being one of the most 
important goals for executives. Modern practices of risk management are a systematic and comprehensive approach, 
based on transferable tools and various techniques. These basic principles are independent of the sector, and should 
improve business strength, improve predictability and help improve earnings. (P.Hopkin, 2010)   
4. Conclusion 
After the mandatory adoption of international standards, the desire was to improve communication of information 
through “presentation of transparent, comparable and high quality information of financial statements and other 
financial reports to help investors and other participants of the various capital markets of the world and other users 
of financial information”. (IFRS Foundation) With other words, IFRS has the potential to facilitate cross-border 
comparability, increase reporting transparency, decrease information costs, reduce information asymmetry and 
thereby increase the liquidity, competition and efficiency of markets. As noted in the studies and literature, these 
goals were achieved because many companies that adopted IFRS noticed an improvement in the characteristics of 
accounting information, especially in terms of comparability and reduce information asymmetry.  
Although extremely useful in risk analysis and decision-making, accounting information presents certain 
limitations that may interfere with these processes. Delays in obtaining and reporting accounting information may 
lead to loss of relevance so that’s why must be searched some kind of balance between timeliness and credibility. 
The key is the balance between relevance and credibility, taking into account user needs in decision-making 
(D.Matis, O.Candrea, R.Mustata, 2005) and risk management. 
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